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We examine the roles of parental financial assistance to young adult children for college, homeownership, and “other reasons” in explaining the
Black-White wealth gap. Using Panel Study of Income Dynamics data, we
run Blinder-Oaxaca decompositions. Results show that the socioeconomic position of Black parents, not their proclivity to give, explains lower
receipt of parental assistance for Black adult children—especially in the
form of assistance for college and homeownership, which in turn, translates into the intergenerational reproduction of the racial wealth gap. Accordingly, policies should focus on equalizing resource endowments for
adult children across racial lines. The findings support a structural/stratification frame.
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Introduction
Black-White wealth disparity is widespread and persistent. The
median net worth for Black households was only seven percent of
that of White households in 2011, a much larger gap than other economic indicators, such as median household income (59 percent)
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(Pew Research Center, 2013). Black wealth relative to White wealth
has never been higher than 20 percent since 1984 (Kochhar & Fry,
2014). Existing evidence indicates that several other resource gaps
contribute to racial wealth disparity across generations, such as:
immediate and extended family networks (Chiteji & Hamilton,
2002; Conley, 1999; Killewald, 2013); inheritance and inter-vivo
transfers (Conley, 2001; McKernan et al., 2014); distinct investment
styles and asset portfolio composition (Gittleman & Wolff, 2004);
and discriminatory and unfair treatment in the labor market and
financial system (Blau & Graham, 1990; Hamilton & Darity, 2017;
Krivo & Kaufman, 2004; Shapiro et al., 2013).
Among these factors, stratification theory attributes racial disparity to persistent wealth disparity accumulated across multiple
generations through intergenerational transmission of socioeconomic resources. Throughout U.S. history, racial discrimination
and unfair treatment has deprived Black people of opportunities
for economic advancement and wealth accumulation. As a result,
Black parents have limited socioeconomic resources, which thwarts
their efforts to provide financial assistance to children at critical life
stages for things like a college education and homeownership. Being deprived opportunities to attain essential assets at a particular
life stage is likely to have long-term negative impacts on wealth
accumulation for Black people (Shapiro, 2004; Spilerman, 2000). In
this way, socioeconomic disadvantages at one generation are transmitted to the next generation, which has contributed to persistent
Black-White wealth disparity (Killewald et al., 2017; Shapiro, 2004).
Existing empirical evidence supports stratification theory. The
Black-White wealth gap would decline if parents’ socioeconomic
resources were equivalent between Black and White families (Conley, 1999, 2001; Scholz & Levine, 2004). What is less clear is what
roles specific types of parental financial assistance have played in
racial wealth disparity across generations. The majority of previous
studies on parental assistance use measures of inter-vivo transfers
and inheritance, which indicate whether individual households received parental assistance during a certain period (usually in the
past 1–2 years), and the amount of that assistance (Jayakody, 1998;
McKernan et al., 2014). These studies show that the odds of Black
families receiving this type of assistance and the amounts of assistance are smaller than those of White families (Charles & Hurst,
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2002; Charles et al., 2007; Jayakody, 1998; Sarkisian & Gerstel, 2004).
Most researchers suggest that lower levels of parents’ resources explain all or substantial proportions of racial disparity in inter-vivo
transfers and inheritance (Berry, 2006; Jayakody, 1998; Sarkisian &
Gerstel, 2004), except one study (Lee & Aytac, 1998). Similarly, the
majority of previous studies on the impact of parental financial assistance on racial wealth disparity focus on inter-family transfer,
such as inheritances and inter-vivo transfers (Avery & Rendall,
2002; Gittleman & Wolff, 2004; McKernan et al., 2014). Scholz and
Levine’s (2004) review shows that inter-family transfers explain between one and 24 percent of the Black-White wealth disparity.
Invaluable as they are, existing studies have limitations because
they rely solely on the measures of inter-family transfer collected
after adult children have formed independent families. In addition,
the measures in these studies do not provide information on the
purposes of financial assistance. Parental willingness to assist children, however, likely depends on the purpose of the assistance. At
the same time, the impacts of parental assistance may differ by its
purpose. That is, the effects of assistance for college or home purchases on children’s wealth accumulation may differ from those
for vacation or inheritance. Furthermore, inter-family assistance is
unable to include parental assistance for college because parents
support their children’s education mostly when children are dependent (Spilerman, 2000). Its omission is of particular concern
because education is identified as a major mechanism for the intergenerational transmission of economic status by major theories,
including status attainment theory (Blau & Duncan, 1967), stratification theory (Shapiro, 2004), and human capital theory (Becker &
Tomes, 1986).
A small number of recent studies examined racial disparity in parental financial assistance for college and home purchases. All these studies show that Black people are much less likely
to receive parental financial assistance for college (Meschede et
al., 2017; Nam et al., 2015) and home purchases than White people (Charles & Hurst, 2002). Existing studies have not investigated the role of parental socioeconomic resources on racial disparity
in parental financial assistance, with a few exceptions. Descriptive
statistics in Nam et al. (2015) show that median income and net
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worth of parents is much lower for Black parents who assisted with
their children’s college education than White parents who did not.
Moreover, the median income of Black parents who assisted adult
children with a home purchase is comparable to White counterparts who did not. These results suggest that Black parents are very
willing to offer financial assistance for their children’s long-term
development, despite their limited resources (Nam et al., 2015). Elliott and Friedline (2013) provided a regression-based study of parental financial assistance for college. Using a sample of high school
graduates who attended college, they showed that the association
between parents’ socioeconomic status and racial disparity in parental assistance differ by the type of educational institutions: after
controlling for family background and other characteristics (e.g.,
GPA), Black-White disparity lost its statistical significance for fouryear college attendance, but remained significant for two-year college attendance (Elliott & Friedline, 2013).
A small number of empirical studies examined the impacts of
parental assistance for specific purposes on racial wealth disparity. Using results from descriptive statistics, Nam et al. (2015) show
that Black-White wealth disparity is much smaller among those
with parental assistance. For example, the Black-White ratio of median net worth is 1 to 9 among those who did not receive parental
assistance for college and 1 to 4 among those receiving assistance.
The comparable statistics for home purchase assistance is 1 to 11
and 1 to 4. Meschede et al.’s (2017) regression analyses show that
the impact of parental assistance for college on net worth does not
differ between Black and White people.
This paper expands our understanding of Black-White wealth
disparity by investigating the roles of parental financial assistance
to adult children for college, a home purchase, and “all other reasons.” This paper asks the following questions: First, are Black people less likely to receive parental financial assistance than White
people? In answering this question, we use the three different types
of financial assistance by purpose: education, home purchase, and
“all other reasons.” Second, what contributes to Black-White differences in the likelihood of receiving parental assistance? How much
do racial differences in parental socioeconomic resources (i.e., compositional differences in socioeconomic status) explain Black-White
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differences in receiving each type of assistance? Next, we examine
how much wealth disparity for adult children is explained by the
receipt of parental financial assistance.
A major contribution of this study is the use of three specific
forms of parental financial assistance: college, home purchase, and
“all other reasons.” Taking advantage of information about the three
types of parental assistance in the Panel Study of Income Dynamics (PSID), we are able to examine whether Black-White differences
in parental assistance vary by the type of assistance, and whether
the ways parental assistance explains Black-White wealth disparity
vary by the distinct purposes of assistance. This study employs decomposition analysis, a commonly used method in studying group
differences (Blinder, 1973; Fairlie, 2005; Jann, 2008; Kitagawa, 1955;
Oaxaca, 1973).

Methods
Data and Sample
We use data from the PSID, which is a longitudinal survey collected since 1968 from a nationally representative sample inclusive of
an oversample of low-income individuals. The PSID has interviewed
respondents every year from 1968 to 1997, and every other year after
1997. It contains rich data on individual and family characteristics,
including educational attainment, family composition, and economic status (Hill, 1992; Ratcliffe et al., 2008). The PSID has collected detailed information about family income since its inception and started collecting data about wealth in 1984. The quality of income and
wealth data in the PSID is estimated to be one of the highest among
existing surveys (Curtin et al., 1989). In addition, the PSID is considered ideal for intergenerational research: it has collected data both
from the original families included in 1968, and spin-off families created by the children of the original families. Therefore, it provides
valid and reliable information that is collected from both parents and
adult children (Hill, 1992; Ratcliffe et al., 2008).
The analysis sample is composed of persons who were: (1) children of family heads in 1984; (2) 6 to 17 years old in 1984 (35 to
46 years old in 2013); (3) family heads or spouses in 2013; and (4)
self-identified as either White or Black. We exclude those older than
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17 years old at the time of childhood observation from the sample.
We include only those who are 35 years old or older at the time
of adulthood observation because empirical evidence suggests that
individual asset accumulation may begin to stabilize at age 35, as
indicated by the mean age for first-time home buyers of 34 (Taylor,
2010). The analysis sample includes only heads or spouses in 2013
because the PSID has information on parental financial assistance
for these individuals. We excluded 28 individuals who identified as
neither Black nor White. The sample excludes 14 cases with missing information for dependent or independent variables. The final
analysis sample consists of 889 White people and 492 Black people
(N = 1,381). The relatively higher sample proportion of Black people
to White people compared to their actual population proportions
is a result of PSID oversampling procedures (Hill, 1992), which is
useful for our purposes in acquiring adequate statistical power to
detect racial differences. When weighted, White people comprise
83 percent of the sample while Black people comprise 17 percent.
It is noteworthy that our sample of adult children covers a somewhat limited age range of 35 to 46 years old in 2013. As a result, this
study is limited in its capacity to examine the impacts of parents’
socioeconomic resources and financial assistance on racial wealth
disparities at later life stages beyond age 46.
Measures
The main variables in this study are race, the three dichotomous
variables of parental financial assistance, and the continuous variable of adult children’s net worth. The race variable is created with
the self-identified race response reported in 2013. Parental financial
assistance variables are created using information in the 2013 Family Rosters and Transfers Supplemental data. Three different types
of parental assistance variables are created based on their purposes:
college, home purchase, and a catch-all category for assistance for
other purposes, which we refer to as “all other reasons.” The PSID
asks two sets of questions about parental financial assistance: one
about the head of a family, and another about the spouse. We created individual-level variables by matching the family-level information pertaining to parental assistance with individuals’ relationship to the head. The variable for each type of parental assistance
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is coded dichotomously. That is, parental assistance for college has
the value of one if an individual has ever received financial assistance from their parents in paying for school (e.g., tuition, room
and board, and books) after age 18 and zero otherwise (one = yes,
zero = no). Similarly, financial assistance for a home purchase indicates whether an individual received parental assistance for buying
a home (e.g., assistance for a down payment) after age 18 or not.
Financial support for “all other reasons” is created in the same way;
it is coded as one for individuals who reported receiving parental financial assistance for reasons other than college and a home
purchase, and zero otherwise. A limitation of this study is that the
measures of parental financial assistance are dichotomous and do
not provide information on the amount or the timing of financial
assistance. The PSID data does not include information on the magnitude (total amounts) or timing (when assistance was provided)
of parental financial assistance. Adult children’s net worth is a continuous variable collected in 2013. This measure of net worth is the
sum of all assets (financial assets, the equity in a primary residence
and other real estate holdings, vehicle equity, and farm or business
assets) minus all liabilities.
This study uses three variables for parental socioeconomic status: parents’ education, income, and net worth. Parents’ education
is the head’s education collected in 1984, which we collapsed into
three categories: less than a high school diploma, high school diploma or general equivalency diploma (GED), and college degree
or higher. This study uses two variables for parental economic resources: income and net worth. Since income can be subject to yearly fluctuations, this study creates the parental “permanent” income
variable by averaging family income for three years (from 1982 to
1984). The parental net worth variable is collected in 1984. All three
parental socioeconomic indicators were collected during childhood
to avoid some of the simultaneity of adult child outcomes with
parental contemporary circumstance. Also, the parental income
and net worth variables are inflation adjusted to 2013-dollar values based on the Consumer Price Index, to allow comparison with
contemporary adult children’s economic outcome variables. Since
both the income and wealth variables have sharp outliers, these
variables are top- and bottom-coded at the highest and lowest five
percent of the distribution.
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Finally, this study includes the following control variables: parents’ demographics (head’s age and a dichotomous indicator of
marital status in 1984); adult children’s demographics (age in 2013
and gender); and the number of siblings with four categories (no
sibling, 1 sibling, 2 or 3 siblings, or 4 or more siblings). In the analyses of children’s adult net worth, we also control for indicators of
adult children’s socioeconomic resources: children’s educational attainment and children’s income. Children’s educational attainment
has three categories: less than a college degree; a college degree (a
four-year college degree, such as a Bachelor of Arts or Bachelor of
Science degree); and an advanced degree, such as a graduate or
professional degree, like a Master of Arts or PhD. When considering children’s income in 2013, we average family income for three
observation years (2009, 2011, and 2013) after converting annual income to 2013 dollars to correct for inflation.
Analytical Strategy
Our main analytical strategy is the Blinder-Oaxaca decomposition technique. This technique divides intergroup differences
into two components: an explained component (the proportion of
group differences attributed to compositional differences in characteristics) and an unexplained component (the proportion of group
differences not explained by compositional differences, such as
differences in the rates of return to characteristics) (Blinder, 1973;
Jann, 2008; Kitagawa, 1955; Oaxaca, 1973), as shown in the following equations.

Where E(Yg) denotes the ratio or mean of a dependent variable (the
ratio receiving parental assistance or mean net worth) of group g (w
indicates White people and b indicates Black people); 000 is a vector
of predictors for group g; 000 indicates a vector of slopes for group
g; and 000 is the intercept of group g.
An explained component of intergroup difference is the
first part in each equation 000000000000000 in equation (1) and
000000000000000 in equation (2)]. Similarly, an unexplained com-
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ponent is the second part in each equation [(βb0 - βw0) + 00000000
in (1) and (βb0 - βw0 ) + (βbk- βwk)0000 in (2)] that is composed of the
differences caused by unobserved variables (differences in intercepts) and differences due to distinct rates of return to characteristics (differences in coefficient sizes) between groups (Fortin et al.,
2011; Jann, 2008). As shown in equations (1) and (2), decomposition
results differ by the choice of regression coefficients in the analyses. Among various approaches, we use coefficients in the pooled
regressions whose models include the race variable, following Jann
(2008). We run overall decompositions that assess the explained
proportions by every variable in the analysis models. We also employ detailed decompositions to estimate the role of each independent variable (or a group of related variables) in explaining racial
disparities (Jann, 2008; Fortin et al., 2011).
The decomposition analyses of the three types of parental financial assistance include parental economic resources (family income
and net worth) and parental social resources (head’s education) as
main independent variables. The analysis models also include the
following control variables: parents’ demographics (head’s age,
head’s age squared; and marital status) (We include a squared term
to account for the potential non-linear relation between age and
the dependent variable.); adult children’s demographics (children’s
age, children’s age squared, and gender); and number of siblings.
For analysis of adult children’s net worth, this study uses the
inverse hyperbolic sine (IHS) transformation. According to Pence
(2006), the IHS is a better approach in smoothing the distributions of
the dependent variables than logarithm transformation when there
is a sizeable proportion of non-positive values (e.g., net worth): the
former does not make “zero” and negative values into missing, and
therefore, eliminates the need for assigning an arbitrary value (e.g.,
“1”) to these non-positive values.
This study employs three models in analyzing net worth. The
basic model is the same as that used for parental financial assistance. This model includes parental economic and social resources and control variables of parents’ and children’s demographics
and the number of siblings. The “Parental Assistance Model” adds
the three types of parental financial assistance to the basic model.
The third model, or the “Children’s Education and Income Model,”
adds both adult children’s education and income to the “Parental
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Assistance Model.” We provide the last model because parental
socioeconomic resources and financial assistance may affect adult
children’s asset accumulation through their impacts on adult children’s educational attainment and labor market positions.1
In all analyses, we use data weighted with the 2013 core family
weight created by the PSID. The PSID generates weight variables in
consideration of over-sampling of low-income families and sample
attrition (Hill, 1992). In recognition that observations of children
from the same family may not be independent from each other, we
adjust standard errors by clustering multiple observations using
the 1983 family identifier.

Analysis Results
Sample Characteristics
The sample characteristics reported in Table 1 clearly show that
our White sample has a socioeconomically advantaged family background. White families, on average, had substantially and significantly higher family income and net worth during childhood than
Black families ($78,000 versus $39,000, and $182,000 versus $40,000,
respectively). Moreover, White people came from families where
parents are substantially and significantly more likely to have a college degree and to be married than Black people (23 percent versus
8 percent and 85 percent versus 44 percent, respectively). White people tend to have a smaller number of siblings than Black people: the
percentage with 4 or more siblings is 10 percent among White people
and 34 percent among Black people.
Table 1 also includes descriptive statistics for adult children’s educational attainment and income when they reach adulthood. Table
1 demonstrates that among adult children, White adult children are
more likely to have a college degree (24 percent versus 12 percent, respectively) and an advanced degree (15 percent versus 7 percent, respectively) than Black adult children. Finally, with regard to income
by the time our sample reached adulthood, White adult children had
a considerably higher average family income relative to Black adult
children ($99,200 versus $50,400, respectively).
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Table 1. Sample Characteristics by Race

Racial Differences in Parental Financial Assistance
Figure 1 summarizes the percentages of individuals who received parental financial assistance during adulthood by race and
the purpose of that assistance. Unsurprisingly, given their a priori
socioeconomic position, for all three types of parental assistance—
schooling, homeownership, and all other things—White people
are more likely to receive financial assistance than Black people.
About 33 percent of our White sample reported receiving parental
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assistance for college, compared to only 14 percent of the Black
sample (p<0.05). Smaller percentages reported parental assistance
for home purchases than college for both races, yet the chance for a
White adult to receive assistance with a home purchase is more than
6 times that of a Black adult (13 percent versus 2 percent, p<0.05). In
comparison with the other two types of financial assistance, parental assistance for “all other reasons” displays a smaller racial gap:
one-in-four White adult children and about one-in-five Black adult
children report receiving this form of parental assistance (p<0.1).
Figure 1. Parental Financial Assistance by Race
40%
35%
30%
25%
20%
15%
10%
5%
0%

Education

Homeownership
White

Other reasons

Black

Figure 1 uses data from the PSID. Racial difference is statistically significant at the
0.05 level for financial assistance to college and a home purchase and at the 0.1
level for “all other reasons.”

Figure 2 presents mean parental income and net worth by race
and parental financial assistance for college. As expected, mean parental income and net worth are much higher among those who
received parental assistance for both races. Among those who received parental assistance for college, White adult children have
parents with much higher mean incomes and net worths than Black
adult children. What is less anticipated and perhaps shocking is the
differences in the levels of economic resources between White and
Black parents, particularly for those offering assistance. In fact, not
only are the mean parental income and net worth among Black parents who offer financial assistance for college (about $48,000 and
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$78,000) much lower than that of their White counterparts, they are
even lower than that of White parents who do not offer financial assistance for college to their offspring (about $70,000 and $145,000).
This is certainly inconsistent with presumptions that Black families
value education less than White families. Any differences in family
transfers for higher education by race seem to be completely captured by the substantially higher financial capacity of White parents to give a priori.
Figure 2. Economic Resources by Race and Parental Assistance
to College

Figure 2 uses data from the PSID. Analyses of median income and net worth
show the same patterns as those reported in this figure.

Analyses of the relationships between parental economic resources and parental assistance show similar patterns for home
purchase assistance and assistance for “all other reasons.” One exception is parental income and net worth among Black people with
parental assistance for a home purchase in comparison to White
people without such assistance: mean parental income and net
worth among the former is slightly higher than the latter (about
$80,000 and $189,000 versus $75,000 and $167,000, respectively).
Mean parental income and net worth is $101,000 and $285,000
among White people who received financial assistance for a home
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purchase. The comparable statistics for Black adult children without parental assistance is the lowest among the four groups ($39,000
and $36,000, respectively). The relationship between parents’ economic resources and assistance for “all other reasons” shows the
same patterns as parental assistance for education. Mean parental
income and net worth are higher among White people without assistance than Black people with assistance ($76,000 and $170,000
versus $48,000 and $44,000, respectively). Mean income and net
worth are highest among White people with parental assistance
($86,000 and $217,000) and lowest among Black people without parental assistance ($37,000 and $39,000). These findings suggest that
Black parents’ likelihood of providing financial assistance to their
children is not smaller than White parents if we account for their
economic resources.
To more systematically determine the factors that explain the
differences described above, Table 2 reports the decomposition
Table 2. Decomposition Results Explained by Various Characteristics Across Groups: Parental Financial Assistance (N = 1,381)
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results for whether a parent offers financial assistance to their children based on the three types of assistance described above: for
college, for a home purchase, and for “all other reasons.”
Assistance for College
As shown in the first column in Table 2, Black-White differences
in parental economic resources explain more than half (51 percent)
of the Black-White gap in whether parental financial assistance is offered for college. Of that 51 percent difference, 38 percent is attributable to parental income and 13 percent is attributable to parents’
net worth. Similarly, differences in parental educational attainment
explain a substantial and significant portion of the Black-White gap
in parental assistance for college (31 percent). Overall, our decomposition model suggests that the substantially higher levels of White
parental income, wealth, and educational status explain over 80 percent of the Black-White difference in likelihood that their child will
receive parental support in the pursuit of higher education.
In contrast, parental and adult children’s demographic characteristics, and number of siblings, do not explain racial differences
in parental assistance for college in substantial ways. The bottom
row in Table 2 clearly shows that compositional differences explain
almost all the racial gap in parental assistance for college. If Black
and White parents shared the same characteristics, adult children’s
chance of receiving financial assistance for college from their parents would be almost equivalent. That is, the racial disparity would
decline from 19 percentage-points to less than 1 percentage-point
(since 96 percent of the racial gap is explained by compositional
differences).
Assistance for Home Purchase
Table 2 also shows decomposition results of the racial disparity in parental assistance for a home purchase. As in the case of
parental assistance for college, the majority of the racial disparity
in parental assistance for a home purchase is explained by BlackWhite differences in parental education and economic resources.
Parents’ economic resources account for 58 percent of the disparity
and parents’ education explains 20 percent, which—as in the case
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for financial assistance for education—combines to explain almost
80 percent of the disparity. However, total compositional differences explain about 70 percent of the racial disparity in parental
assistance for a home purchase, lower than the overall percent explained for college assistance.
Assistance for “All Other Reasons”
One’s chance of receiving parental financial assistance for “all
other reasons”—that is, assistance that is not for a college education or a home purchase—are somewhat different. It is important
to note that the heterogeneous nature of the catch-all category “all
other reasons” makes interpretation and extrapolation more difficult than parental assistance for education or a home purchase, especially as it relates to explaining the racial wealth gap. The range
of purposes for this support could extend from rent, to bills, to a
car, to a vacation, or any variety of consumption-based purchases.
It could be offered for a long-term investment, such as a new business. Nonetheless, the proportion of the racial difference explained
by parental economic resources (37 percent) is (1) smaller than for
assistance for college and a home purchase, and (2) not statistically significant. However, differences in parental educational attainment explain a large portion of the racial disparity in assistance for
“all other reasons” (43 percent). Together, Black-White differences
in parental economic resources and education explain 80 percent
of the racial gap in receiving parental assistance for “all other reasons,” similar to results for college and a home purchase. Further,
compositional differences in adult children’s number of siblings
explain 42 percent of the racial gap in receiving parental assistance
for “all other reasons”—a finding that is statistically significant and
that indicates a substantially larger portion of the Black-White gap
explained by number of siblings in both decompositions of assistance for college and a home purchase. It is also noteworthy that
120 percent of the Black-White disparity in this type of parental
assistance is explained by overall compositional differences, suggesting that Black adult children would be 20 percent more likely to
obtain parental assistance for “all other reasons” than White adult
children if they hypothetically had the same characteristics.2
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Racial Wealth Disparity and Parental Financial Assistance
Consistent with existing empirical evidence (Taylor et al., 2011),
descriptive analyses show large wealth disparities between races.
For our sample of PSID children who reach adulthood, White adult
children are estimated to have family net worth of about three times
that of Black adult children when measured at the mean (about
$130,000 versus $40,000) and nine times when assessed at the median ($37,000 versus $4,000).
Table 3. Decomposition Results Explained by Various Characteristics Across Groups: Black-White Disparity in Net Worth
(N=1,381)

Parental Financial Assistance and the Racial Wealth Gap

105

Table 3 presents decomposition results for children’s adulthood
net worth. The first column (the “Basic Model”) shows the large
role of parental economic resources in explaining the racial disparity in net worth, demonstrating that 75 percent of the Black-White
disparity is explained by the substantially higher parental economic resources (income and net worth) that White parents had relative
to Black parents in 1984. It is noteworthy that none of the other
variables included in the analysis (parents’ education, parents’ and
children’s demographics, and the number of siblings) come close to
rivaling parental economic resources in explaining the racial wealth
gap among adult children.
The second column—Table 3, Model 2—presents results from
the “Parental Assistance Model.” This model adds the three dichotomous variables indicating if adult children received one of
the three categories of parental assistance. As in the “Basic Model,”
parental economic resources explain a substantial portion of the
Black-White wealth gap, but that proportion is slightly smaller than
in the “Basic Model” (75 percent versus 69 percent). This difference
is—at least, in part—tied to the addition of the three parental assistance variables to the model. Collectively, the receipt of financial
assistance from parents as an adult explains roughly 10 percent of
the Black-White wealth gap.
When examining receipt of parental financial assistance in its
three components, we observe that parental assistance for college
contributes to racial wealth disparity more than the other two types
of assistance. The receipt of parental financial assistance for higher
education explains about 12 percent (p < .05) of the racial wealth
gap. Parental assistance for a home purchase explains about 5 percent of the racial wealth disparity and is not statistically significant
at the 0.1 level, when included with parental assistance for education and “all other reasons.” Results for parental assistance for “all
other reasons” are different from those of the other two types of assistance. Parental assistance for “all other reasons” has a significantly negative coefficient at the 0.1 level. This result suggests that the
Black-White gap in net worth would increase by 7 percent if Black
people’s likelihood of receiving parental assistance for “all other
reasons” was the same as their White counterparts. Because of offsetting associations, almost 10 percent of the disparity is explained
by all three types of assistance together, though this is just over the
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threshold for significance at the 0.1 level (p = 0.11). As shown in the
bottom row of Table 3, after adding the parental financial assistance
variables, the portion of the racial wealth disparity explained by
the total compositional differences of all variables increases from
63 percent to 67 percent.
Finally—in Model 3, Table 3—we display results for the decomposition of adult children’s net worth that adds controls for their
educational attainment and permanent income to the “Parental
Assistance Model.” We find that the addition of adult children’s
education and income to the model reduces the portion of the
Black-White disparity in net worth explained by parents’ economic resources, from 69 percent to 52 percent, and that children’s income explains 31 percent of the disparity (p < 0.01). Yet, the proportion of the disparity explained by parental assistance is essentially
unchanged—accounting for a similar proportion of the disparity
across Models 2 and 3. And, while parents’ economic resources account for a smaller portion of the disparity when controlling for
both children’s education and income, parents’ economic resources
still account for over half of the racial wealth gap for adult children.
This highlights that even with investments in so-called “human
capital,” and any potential returns to those investments in the form
of higher incomes, parental assistance and economic resources still
play a central factor in determining racial wealth disparity.3

Conclusion
This study examines the role of parental financial assistance
in explaining substantial and persistent Black-White wealth disparity—expanding our knowledge by taking advantage of new
information collected in the PSID. That is, information that captures three kinds of intergenerational resource transfers: support
for college, support for a home purchase, and support for “all other reasons.” This study improves upon existing studies that focus
on inheritance and inter-vivo transfers by examining associations
between specific types of parental financial assistance and racial
wealth disparity.
The analyses included in this study reveal large racial disparities in all three types of parental financial assistance. Specifically,
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the percentage of Black people receiving parental assistance is significantly lower than that of White people—for assistance for college, a home purchase, and “all other reasons.” The analyses in this
study also demonstrate that large racial disparities are mainly due
to Black parents’ lower socioeconomic resources, relative to those
of White parents. Descriptive statistics indicate that mean parental
income and net worth are lower among Black people receiving parental assistance for education than among White people without
such parental assistance, suggesting Black parents’ willingness to
invest in their children’s education despite their meager economic
resources. Decomposition analyses also indicate that racial differences in parental socioeconomic resources (income, wealth, and
education) explain about 80 percent of Black-White disparities in
parental assistance for college, a home purchase, and “all other reasons.” Relatively small portions of these racial disparities remain
unexplained. These findings are contrary to the cultural argument
that Black families have a lower tendency to invest in long-term development, such as their children’s education and homeownership
(Charles et al., 2009). Our findings, rather, show that Black people’s
lower likelihood of receiving parental financial assistance reflects
Black parents’ low levels of socioeconomic resources, which is consistent with stratification theory (Shapiro, 2004; Spilerman, 2000).
Analyses of racial wealth disparity clearly show the role of parental financial assistance for college in maintaining racial wealth
disparity across generations. It explains a substantial portion of
Black-White wealth disparity. Our full model in Table 3 explains
72 percent of the racial wealth gap, leaving 28 percent of the racial
wealth gap unexplained by compositional differences. Over half of
the racial wealth gap, 52 percent, is explained by parental resources—their net worth and permanent income when the adult child
was a youth. Still, about 11 percent of the racial wealth gap is explained by parental assistance for education, which is more than
all other factors aside from parental economic resources combined.
Clearly, there are strong intergenerational links associated with the
racial wealth gap.
Findings on parental assistance for “all other reasons” are somewhat unexpected: the Black-White wealth disparity would increase
substantially if Black adult children received parental financial assistance at the same rate as White adult children. It is not plausible
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that parental assistance itself depletes children’s wealth. Accordingly, this finding may suggest that Black adult children are more
likely than White adult children to encounter financial emergencies
(e.g., losing a job or serious illness) that call for financial assistance
from parents, which at the same time drains their savings and other
types of assets. This presumption is consistent with empirical evidence in previous studies. Black people are the first to be laid off
during economic recessions (Couch & Fairlie, 2010), are less likely
to have health insurance (Brown et al., 2000), and are more likely
to be incarcerated (Pew Research Center, 2013) than White people,
suggesting their higher risk of experiencing financial emergencies.
At the same time, existing evidence shows that financial assistance
is often offered to family members with greater needs (e.g., disabled family members) or at life-changing events (e.g., divorce and
a job loss) (McGarry, 2016). Further investigation is called for to
expand our knowledge on the relationship between parental assistance for “all other reasons” and racial wealth disparity.
This study is not free of limitations. First, this study is unable to
conduct in-depth analyses of parental assistance for “emergencies”
because of data limitations. Although this study employs more specific measures than existing studies (Avery & Rendall, 2002; McKernan et al., 2014), it is unable to separate parental assistance offered
to help children go through difficult times (e.g., a job loss) from
assistance for non-emergency purposes (e.g., business start-ups,
vacations, or gifts). Second, these data limitations preclude examination of the amount and timing of parental assistance. The impact
of parental assistance on children’s long-term economic outcomes
would differ by timing and the amount of that assistance. For example, the positive impacts of parental assistance for college would
be greater if it was offered shortly after high school graduation
rather than given at later life-stages. Moreover, the likelihood of
asset accumulation would be dramatically different between young
adults whose college education is fully covered by parental financial assistance and those whose education is only partially covered
by parents. Third, this study is unable to investigate the impacts of
parental financial assistance on racial wealth disparity at old age
because it relied on the adulthood observations collected at age 35
to 46. Further research is warranted for long-term impacts of parental assistance at older ages.
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Future Implications
Our findings have implications for future research and policy
development. First, this study clearly demonstrates that parental financial assistance for different purposes has different implications,
by purpose, for asset accumulation. Existing measures that do not
differentiate the types of assistance may fail to appreciate the role
of parental assistance in intergenerational transmission of socioeconomic status and persistent racial disparities. This study’s findings
also call for more detailed data collection of parental financial assistance for “emergencies.”
Second, the findings of this study show that it is imperative to
reduce racial disparities in parental resource endowment and in
the receipt of socioeconomic resources, especially for college education, to interrupt the intergenerational reproduction of the BlackWhite wealth gap. Additionally, it is imperative to enhance public
financing for education, such as tuition and debt-free public college
education finance, so as to wholly remove the burden and stigma
of individual finance for education and the point of delivery of that
education. Accordingly, policies should focus on equalizing social
and economic resources across racial lines, not on changing the values, behaviors, or cultures of Black people. Reparations may be a
policy solution to reduce racial disparities in parental resources by
compensating the descendants of enslaved Black Americans while
redressing racial injustice in the past (Allen, 1998; Browne, 1971;
Darity & Frank, 2003; Darity & Mullen, 2020; Hamilton, 2020; Hamilton & Zewde, 2020).5 Additionally, free college education is a policy alternative that will offer equal opportunity for higher education
for all children across parents’ socioeconomic status.6
Other examples of potential policy interventions that flow
from our findings include substantial and progressively-seeded
child trust accounts (i.e., a “baby bond” that provides children
with endowments to offset disparities in the familial wealth position in which they are born and that can be used when the child
reaches adulthood for asset and development purposes, including college). In 2021, Representative Ayana Pressley (D-MA) and
Senator Cory Booker (D-NJ) reintroduced a federal “baby bonds”
bill that would seed $1,000 in savings accounts at birth and supplement those accounts with up to $2,000 annually, depending on a
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household’s wealth position (Ain & Markoff, 2021; Cineas, 2021).7
Home ownership grants for individuals from low-resourced families also fit within the realm of public finance to rectify variation
in family endowments in which children are born (Hamilton et al.,
2020; Sherraden, 2007).

Endnotes
1. In addition to the main analyses described above, we run a series
of supplemental analyses to check the robustness of our findings.
For the analyses of parental financial assistance, we employ Fairlie’s decompositions developed for dichotomous dependent variables (Fairlie, 2005) instead of the Blinder-Oaxaca decompositions
reported in this paper. For analyses of net worth, we run three supplemental analyses. First, we use Blinder-Oaxaca decompositions
of the logarithm of net worth, a commonly used transformation of
net worth to address its skewed distribution. We recode non-positive values to “1” before log-transformation, which translates to 0,
in order to not lose a sizeable portion of the sample from analyses.
Second, we run Blinder-Oaxaca decompositions of an IHS transformation of a net worth measure that excludes home equity, in recognition that home value and equity is often overestimated in survey
data (Ratcliffe et al., 2008), and to identify a more liquid indicator of
economic well-being. Critically, and highlighting the validity of the
findings in our main analysis, the results of these three supplemental analyses are not substantively different from those reported in
this paper. In cases where our main results are substantively different from the robustness checks described above, we report specific
discrepancies between our main and supplemental analyses in the
“Analysis Results” section. [The full results from the supplemental
analyses are available from the authors upon request.]
2. We run supplemental analyses of the three dichotomous variables
of parental financial assistance using Fairlie’s method for decomposition (Fairlie, 2005). The application of Fairlie’s decomposition
produces substantively identical results to those reported in this
paper, with one exception. While the proportion explained by parents’ net worth is significantly different from zero in the analysis of
parental assistance for college in the main model at the 0.1 level, it
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is not significant when Fairlie’s decomposition is employed. Yet, it
is important to note that the percentage of the disparity explained
in the supplemental analysis (11 percent, p = 0.132) is only slightly
smaller than in the main model.
3. As mentioned in the “Methods” section, we run a series of supplemental analyses to check the robustness of our findings. These
supplemental analyses generate substantively identical results to
the main analysis. Exceptions include slightly different results pertaining to parental financial assistance. In our decomposition using
an IHS-transformed dependent variable of net worth without home
equity, the proportion explained by parental assistance for a home
purchase is close to zero, which leads to a reduced proportion explained by all three types of assistance combined (from roughly 10
percent to 2 percent in the “Parental Assistance Model”). We also
find that the combined effect explained by all three types of parental assistance does not exceed 5 percent in any of the supplemental
models that use a dependent variable of net worth without home
equity—including the model that controls for adult children’s education and income. These results are expected because parental
assistance for a home purchase likely influences racial wealth disparity through its impact on housing wealth. Finally, in the model
that includes controls for adult children’s income and education,
we find that both parental assistance for a home purchase and the
combined effect of all three types of parental assistance are not significant, whereas in the main analysis both had been significant at
the 0.1 level.
4. In the “Parental Assistance Model” using a dependent variable
of log net worth, parental assistance for a home purchase and the
combined measure of parental assistance are significant at the 0.1
level (in the main analysis, both were not significant). However, the
proportions explained by these variables are similar to those in the
main analysis. When adding adult children’s income and education to the model, we find substantively similar results, though we
do find a decrease in the percent of the difference accounted for by
parental assistance for education (from 11 percent in the main analysis to 7 percent in the supplemental analysis using a dependent
variable of log net worth).
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5. There is long-standing and historical recognition of the need for
economic redress for Black Americans. W.E.B. Du Bois, in Black Reconstruction in America and The Souls of Black Folk, pointed to the
need for, and absence of, reparative justice for freed people in the
wake of the U.S. Civil War (Balfour, 2011; Du Bois, 2015; Du Bois,
2017). More recently, in 1987, N’COBRA—the National Coalition of
Blacks for Reparations in America—began to build grassroots support for a reparations program (N’COBRA, 2021). Subsequently, in
1989, the late-Representative John Conyers (D-MI) introduced a bill
that proposed the formation of a commission to study reparations
and make related recommendations to Congress, the last version of
which was introduced in 2021 as H.R. 40 (Commission to Study and
Develop Reparation Proposals for African-Americans Act, 2021). In
2014, Ta-Nehisi Coates thrust the moral imperative for a reparations program into popular discourse in his piece for the Atlantic,
“the Case for Reparations” (Coates, 2014).
6. In April of 2021, Senator Sanders (I-VT) and U.S. Representative Jayapal (D-WA) reintroduced the College for All Act, which—
among other provisions—would guarantee a tuition free college
education for students from families with an annual income less
than $125,000 (College for All Act of 2021).
7. This bill reflects the design of previously introduced federal legislation—that placed an emphasis on providing endowments, not
affecting savings behavior—such as the 2018 version of the American Opportunity Accounts Act, which was introduced by Senator
Booker (D-NJ) (American Opportunity Accounts Act, 2018).
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